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DATES November 9, 2007 J

ARIZONA P UBLIC S ERVICE _  AP P LICATION FOR AP P ROVAL OF AN
ELECTRIC SUPPLY AGREEMENT WITH FRITO-LAY (DOCKET NO,
E-01345A-07-0577)

On October 5, 2007, Arizona Public Service Company ("APS") filed an application for
approval of an electric supply agreement with Frito-Lay. APS included a statement that waived
the 30-day time clock,

Frito-Lay has installed a 168 kW photovoltaic ("PV") system under APS' Environmental
Portfolio Standard Credit Purchase Program to generate a part of its electric load. The cost of the
PV system was $1.22 million. APS will be providing a perfonnance-based rebate of $0.25 per
kph generated.

Frito-La y curre ntly purcha s e s  a ll of its  e le ctric  powe r from AP S  unde r AP S ' ra te  s che dule
E-32  (G e ne ra l S e rv ice ).  If F rito -La y ope ra te s  the  P V s ys te m s ,  F rito -La y would  be  purcha s ing
pa rtia l re quire m e nts  s e rvice  from  AP S  ins te a d of full re quire m e nts  s e rvice . De cis ion No. 69663
(AP S ' la s t ra te  c a s e ) e ithe r froze  o r e lim ina te d  a ll o f AP S ' e xis ting  pa rtia l re qu ire m e nts  ra te
s che dule s .  The re fore ,  AP S  ha s  offe re d F rito-La y a n e le c tric  s upply a gre e m e nt with  te rm s  tha t
would a llow ope ra tion of the  P V s ys te m to be  e conomica l for Frito-La y.

The  a gre e m e nt would  be com e  e ffe c tive  upon  Com m is s ion  a pprova l a nd  p la ce m e nt o f
m e te ring a nd re m a in in e ffe ct for five  ye a rs . The  a gre e m e nt could be  te rm ina te d by e ithe r pa rty
with 30-da ys  notice  or by AP S  if Frito-La y doe s  not ope ra te  the  P V units  for 60 cons e cutive  da ys
othe r tha ye r during pla m ie d s che dule d m a inte na nce  pe riods . Th e  m in im u m  e le c tric  d e m a n d
c on tra c te d  fo r unde r the  a g re e m e n t wou ld  be  162  kw.  The  m a xim um  de m a nd  wou ld  be  324
kw. Frito-La y would ha ve  to give  30 da ys  a dva nce  notice  of a ny de ma nd a bove  the  ma ximum.

Unde r the  p ropos e d  a g re e m e n t,  F rito -La y wou ld  pa y the  Ba s ic  S e rv ic e  a nd  Re ve nue
Cycle  S e rvice  cha rge s  (curre ntly $1.134 pe r da y) from  E-32. S upple m e nta l s e rvice , de fine d a s
de m a nd  a nd  e ne rgy con tra c te d  by F rito -La y to  a ugm e nt the  powe r a nd  e ne rgy ge ne ra te d  by
F rito -La y's  P V s ys te m ,  wou ld  be  p rov ide d  unde r the  ra te s  c on ta ine d  on  E -32 . Thos e  ra te s
c u rre n tly c ons is t o f $0 .00185  pe r kph  fo r s ys te m  be ne fits ,  $1 .585  pe r kW  fo r tra ns m is s ion ,
$6.892 pe r kW for de live ry of the  firs t 100 kw, $2.924 pe r kW for de live ry of a ll a dditiona l kw,
$0.000l pe r kph for de live ry, ge ne ra tion cha rge s  in  the  s um m e r of $0.0892 pe r kph for the  firs t
200  kph  pe r kW  p lus  $0 .05135  pe r kph  fo r a ll a dd itiona l kph ,  a nd  ge ne ra tion  c ha rge s  in  the
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winter of $0.07418 per kph for the first kph per kW plus 8003633 per kph for all additional
kph.

Frito-Lay would purchase  s tandby se rvice  to have  replacement power ava ilable  when the
P V s ys te ms  a re  not ope ra ting. The  monthly de live ry cha rge  for s ta ndby s e rvice  would be
ca lcula te d by multiplying the  unbundle d de live ry cha rge  (curre ntly $2924 pe r kw) from E~32 by
the  15-minute  integra ted kW measured on the  gene ra tor me te r during Frito-Lay's  monthly peak
demand. In addition, Frito-Lay would pay a ll applicable  adjus tments  and surcha rges .

AP S  would pa y Frito-La y for a ny e xce s s  e ne rgy from the  P V s ys te m a t the  pe r kph
monthly non-tinn purcha se  ra te s  a s  shown on AP S ' ra te  s che dule  EP R-2 (P urcha se  Ra te s  for
Qua lified Facilitie s  100 kW or Less  for Pa rtia l Requirements ).

Us ing 12 months  of Frito-Lay's  consumption his tory, an e s tima ted 24,2 pe rcent capacity
fa ctor for the  P V ge ne ra tion, a nd curre nt ra te s , AP S  ha s  e s tima te d tha t Frito-La y would ha ve
pa id AP S  a bout $119,000 for the  ye a r ($0.0731/kWh) unde r the  propos e d a gre e me nt while
ope ra ting the  P V s ys te m, compa re d to a bout $151,000 ($0.0757/kwh) unde r E-32 without
opera ting the  PV system.

Sta ff recommends approva l of the  proposed agreement with Frito-Lay.

S ta ff a lso ana lyzed this  applica tion in te rms of whe ther the re  were  fa ir va lue  implica tions .
In De cis ion No. 69663, is sue d on June  28, 2007, the  Commiss ion de te nnine d the  fa ir va lue  of
AP S ' prope rty to be  $6,057,554,000. Tha t de te rmina tion is  a ppropria te  for purpos e s  of this
ana lys is . Compa re d to AP S ' tota l re ve nue s , a ny impa ct from this  a gre e me nt would be  dh
minimum, a nd a ny impa ct on AP S ' fa ir va lue  ra te  ba s e  a nd ra te  of re turn would a ls o be  de
minimum.

S ta ff a ls o re comme nds  tha t the  Commis s ion s pe cify in its  Orde r tha t a pprova l of the
agreement a t this  time does not guarantee  any future  ra temaking trea tment of the  agreement with
Frito-La y.

x
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Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion
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IN THE MATTER OF ARIZONA PUBLIC
SERVICE - APPLICATION FOR
APPROVAL OF AN ELECTRIC SUPPLY
AGREEMENT WITH FRITO-LAY

DOCKET N0.E-01345A-07_0577

DECISION NO.

ORDER
1 0

11

1 2

1 3

1 4

Open Meeting
November 27 and 28, 2007
Phoenix, Arizona

1 5 BY THE COMMISSION;

16 FINDINGS OF FACT

17 Arizona Public Service Company ("APS") is certificated to provide electric service

18

19

20

2 1

1.

as a public service corporation in the State of Arizona.

On October 5, 2007, APS filed an application for approval of an electric supply

agreement with Frito-Lay. APS included a statement that waived the 30-day time clock.

Frito-Lay has installed a under APS'168 kW photovolta ic  ("PV") sys tem

22

23

Environmental Portfolio Standard Credit Purchase Program to generate a part of its electric load.

The cost of the PV system was $1.22 million. APS will be providing a performance-based rebate

24 of $0.25 per kph generated.

4.25 Frito-Lay currently purchases all of its electric power from APS under APS' rate

26

27

ZN

schedule E-32 (General Service). If Frito~Lay operates the PV systems, Frito-Lay would be

purchasing partial requirements service from APS instead of full requirements service. Decision

No. 69663 (APS' last rate case) either froze or eliminated all of APS' existing partial requirements

2.

3.
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20

2 1

23

25

26

27

28

ra te  schedules . There fore , APS has  offe red Frito-Lay an e lectric supply agreement with te rms tha t

2 would a llow ope ra tion of the  PV sys tem to be  economica l for Frito-Lay.

The  agreement would become e ffective  upon Commiss ion approva l and placement

of me te ring and remain in e ffect for five  yea rs . The  agreement could be  te rmina ted by e ithe r pa rty

with 30-days  notice  or by APS  if Frito-Lay does  not ope ra te  the  PV units  for 60 consecutive  days

othe r tha n during pla nne d s che dule d ma inte na nce  pe riods . The  minimum e le ctric  de ma nd

contra cte d for unde r the  a gre e me nt would be  162 kw. The  ma ximum de ma nd would be  324 kw.

Frito-Lay would have  to give  30 days  advance  notice  of any demand above  the  maximum.

6. Under the  proposed agreement, Frito-Lay would pay the  Basic Service  and Revenue

10 Cycle  S e rvice  cha rge s  (curre ntly $1.134 pe r da y) from E-32. S upple me nta l s e rvice , de fine d a s

demand and energy contracted by Frito-Lay to augment the  power and energy genera ted by Frito-

12 La y's  P V s ys te m, would be  provide d unde r the  ra te s  conta ine d on E-32. Thos e  ra te s  curre ntly

cons is t of $0.00185 pe r kph for s ys te m be ne fits  $1.585 pe r kW for tra ns mis s ion, $6.892 pe r kW

14 for de live ry of the  firs t 100 kw, $2.924 pe r kW for de live ry of a ll a dditiona l kw, $0.0001 pe r kph

for de live ry, ge ne ra tion cha rge s  in the  summe r of $0.0892 pe r kph for the  firs t 200 kph pe r kW

plus  $0.05135 pe r kph for a ll a dditiona l kph, a nd ge ne ra tion cha rge s  in the  winte r of $0.07418

pe r kph for the  firs t kph pe r kW plus  $0.03633 pe r kph for a ll a dditiona l kph.

7. Frito-La y would purcha s e  s ta ndby s e rvice  to ha ve  re pla ce me nt powe r a va ila ble

whe n the  P V sys te ms  a re  not ope ra ting. The  monthly de live ry cha rge  for s ta ndby se rvice  would

be  ca lcula te d by multiplying the  unbundle d de live ry cha rge  (curre ntly $2.924 pe r kw) from E-32

by the  15-minute  integra ted kW measured on the  genera tor me te r during Frito-Lay's  monthly peak

22 demand. In addition, Frito-Lay would pay a ll applicable  adjus tments  and surcharges .

8. APS would pay Frito-Lay for any excess  ene rgy from the  PV sys tem a t the  pe r kph

24 monthly non-firm purcha s e  ra te s  a s  s hown on AP S ' ra te  s che dule  EP R-2 (P urcha s e  Ra te s  for

Qua lified Facilitie s  100 kW or Less  for Pa rtia l Requirements).

9. Us ing 12 months  of Frito-La y's  cons umption his tory, a n e s tima te d 24.2 pe rce nt

capacity fa ctor for the  PV gene ra tion, and current ra te s , APS  has  e s tima ted tha t Frito-Lay would

ha ve  pa id APS  a bout $119,000 for the  ye a r ($0.073l/kWh) unde r the  propose d a gre e me nt while

5.

De cis ion No.
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1 ope ra ting the  P V s ys te m, compa re d to  a bout $151,000 ($0.0757/kWh) unde r E-32 without

2

3

opera ting the  PV system.

10.

4 11.

Sta ff has  recommended approva l of the  proposed agreement with Frito-Lay.

S ta ff ha s  a lso a na lyze d this  a pplica tion in te rms  of whe the r the re  we re  fa ir va lue

5

6

7

8

9

11

implica tions . In De cis ion No. 69663, is s ue d on J une  28, 2007, the  Commis s ion de te rmine d the

fa ir va lue  of APS ' prope rty to be  $6,057,554,000. Tha t de te rmina tion is  a ppropria te  for purpose s

of this  a na lys is . Compa re d to AP S ' tota l re ve nue s , a ny impa ct from this  a gre e me nt would be  de

minimum, and any impact on APS' fa ir va lue  ra te  base  and ra te  of re turn would a lso be  de  minimum.

12. S ta ff has  a lso recommended tha t the  Commiss ion specify in its  Order tha t approva l

10 of the  agreement a t this  time does not guarantee  any future  ra temaking trea tment of the  agreement

with Frito-La y.

1 2 CONCLUS IONS  OF LAW

13 AP S  is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Article  XV,

1 4 Section 2, of the  Arizona  Cons titution.

2.1 5 The  Commis s ion ha s  juris diction ove r AP S  a nd ove r the  s ubje ct ma tte r of the

1 6 a pplica tion.

1 7 The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

1 8

1 9

November 9, 2007, concludes tha t it is  in the  public inte rest to approve  the  agreement.

ORDER

20

2 1

IT IS  THEREFORE ORDERED tha t the  a gre e me nt be twe e n Arizona  P ublic  S e rvice

Company and Frito-Lay be  and hereby is  approved as discussed here in.

22

23

24

25

26

27

28

3.

1.
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BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

COMMIS S IONER COMMIS S IONER

IN WITNESS WHEREOF, I DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2007.

DEAN s. MILLER
Interim Executive Director

DIS S ENT:

1 IT IS  FURTHER ORDERED tha t a pp rova l o f the  a g re e me n t a t th is  time  doe s  no t

2 guarantee  any future  ra temaking trea tment of the  agreement with Frito-Lay.

3 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.
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7

8
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10 COMMISSIONER
l l
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20 DIS S ENT:
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DOCKET NO. E-01345A-07-0577
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Mr. Robe rt J . Me tli
S ne ll & Wilme r LLP .
One  Arizona  Center
400 East Van Buren
Phoenix, Arizona  85004-2202
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Mr. Thomas  L. Mum aw
Pinnacle  West Capita l Corpora tion
Pos t Office  Box 53999
Phoenix, Arizona  85072-3999
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Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  8500712
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Mr. Chris tophe r C. Ke inple y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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